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Bigdon & Hale, C.P.A.'s, P.C.
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[} Accountant not resident in United States or any of its possessions.
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OATH OR AFFIRMATION

I, _Marco R. Listrom . , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
valdes & Moreno, Inc. , as

of December 31 ,2006 , are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

—Signature
i : Missouyrj 2 Iy
Ssion Expires 7/24/;(;111) ? ‘ -l"-l'itle

7 08433548

Notary Bublic

This report ** contains (check all applicable boxes):

Xl (a) Facing Page.

X1 (b) Statement of Financial Condition.

k1 (¢) Statement of Income (Loss).

%1 (d) Statement of Changes in Financial Condition.

%] (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

%] (g) Computation of Net Capital.

X1 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

K1 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

%1 () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

&l (1) An Oath or Affirmation.

00 (m) A copy of the SIPC Supplemental Report.

O (n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

x (o) Independent Auditor's Report on Internal Accounting Controls

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}{3)Re quired by SEC.

Rule 17a-5
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K 'We have audrted the accompanymg statement of ﬁnancml condmon of Valdés & Moreno, Inc. as of December 31,
2006, and the related statements of income, changes in stockholder’s equity, and cash flows for the year then
- ".ended. These ﬁnancrai statements are the responsibility of the Companys mzmagement Our responmbrhty is to
. _express an opimon on these ﬁnanc1al statements based on our audlt : e

that we plan and perform the andit to obtain reasonable assurance about whether the financial statements are free
. - of material rmsstatement An audit includes examining, on a test basis, evidence supporting the amounts and
" ... disclosures in the financial statements. . An audit also inicludes assessing the accounting principles used and
- .significant estimates made by management, as well as evaluating the overall ﬁnanmal statement presentanon We
believe that our audlt prowdes a reasonable basrs for our oprmon o : L '

In our Opuuon, the fmancral statements referred 10 above present fmrly, in all matenal respects, the ﬁnanmal ’ ;
position of Valdés & Moreno, Inc. as of December 31, 2006, and the results of its operations and 1ts cash ﬂows for -
- the year then ended, in conformny with U, S generally accepted accounUng pnncrples : o ‘

. Our audif was made for the purpose of fornung an oprmon on the basic ﬁnancml statemems taken asa whole The h
"information contained in Schedules 1, I, and I is presented for _purposes of additional analysis and is not a
. required part of the basic financial statements, but is supplemental information required by Rule 17a-5 of the
- Securities and Exchange Commission. - Such information has been subjected to the auditing procedures applied in -
the examination of the basic financial statements and, in our opinion, 15 falrly stated in all materlal respects in-
 relation to the basrc financial statements taken as a whole. . . .

" Centified Public Accountants”
February 24, 2007

E-mail: info@higdonhale.com. '. a

': We conducted our audrt in accordance wrth Us. generally accepted audltmg standards. Those standards require L B '



EXHIBITA .. -
VALDES & MORENO lNC
e STATEMENT OF FINANCIAL CONDITION a

DECEI\'IBERBI 2006 -

: _ASSETS

1. Cash andcasheqmvalents SR R PR ) i I
: . Temporary cash investments .~ -~ - T T Tl s L 106,000
"-'-'..Rece:vablefromcleanngbroker S T RIS [t 31| R
'-"‘._'-?Depos:tmﬂlcleanngbroker S s e e T T T 05000

R 173,452

',DEPRECIABLEASSETS DT i -
- Office equipment - - ST e o SRR § I 7 B
Accumulated depreciation ~ - <. .0 31593y - .
Netdeprecnableassels S _ e e —

. ) S e . L X .o . I e ey
. . . . : I

"OTHERASSETS S - T
.. Investments . . . R o o 184740

© TOTALASSETS - ., -~ T oo et

' LIABILITIES AND STOCKHOLDER’S EQUITY

- CURRENT LIABILITIES - T T

. Accounts payable Lo e N, O - X3 )
. Accrued payroll . . o = ‘ o o C.13800 o o i

‘-.V'Accruedpayrolltaxesandbeneﬁts _ L ) . A VL B

- Accrued income taxes - . C : : . 15028 - !

' - Total current habxlmes I ! : o s 41,767

L er————

STOCKHOLDER'S EQUITY . o A o . . : L L
" Capitalstock - o T 214000 L -
' . Retained earnings - : o ) SN S 5997
"0 Accumulated other comprehenswe mcomef(loss) ' : : o oo

' Unrealized loss on secuntxes .
Total stockholder's equlty

96428

316,425

‘TOTAL LIABEI'I‘IESAN])STOCKHOLDER'S EQU]TY oL g o

. - The accompanying notes are'an‘ini;:gral part of these financial statements. . L
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o REVENUES
o _.Conmussmns
+Trading'gains

VALDES & MORENO INC.
STATEMENT OF INCOME '

FOR THE YEAR ENI)ED DECEMBER 31 2006

"+ Advisory and placement feés

... Realized gain'(loss) on mvcstment ecmmt -
'-_’Mlscellaneous 5 P

e Total revenues

. "DIRECTCOSTSOFREVENUES S
Cleanngexpem T T 19,218

EXHIBITB "

o s' - 144,045 e
26662 . . L

377 621

26657 ¢

589.448

218

--'-f.f"GRoss MARG]N

'EXPENSES

- Employee compensauon and beneﬁts ,

-~ Quotation - -

“Travel ang entenmnment

. Advisory fees *

* Office expense s
- - Regulatory, expense and fees
- Depreciation Lo

-+~ Miscellaneous _

- Total expenses )

A_INCOME (LOSS) BEFORE INCOME TAXES

: PROVISION FOR [NCOME TAXES

” NET ﬁiéom: (LOSS)"“' -

3

Othercharges , .‘5 BRI o : C 2964

' 567.266

- LY

-.308,693

16617

122,738 -

6,000
29,098 -

3437 .

41,621

519,204 -

48,062

10,562

S, %)

The accqmpanying notes are an integrél part of these ﬁm‘ar{cia'l, statements.
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BALANCE BEGINN]NG OF YEAR :
g Addmons -

. Dmdends

. COMPREHENSIVE INCOME _
- NET INCOME (LOSS).

Realized gain on securities .

BALANCE END OF YEAR

Unreahzed gam (loss) on mvesnilents

o VALDES & MORENO INC

‘Common
, Stock -
_ClassA&B

' STATEMENT OF CHANGES m STOCKHOLDER S EQUITY

FOR THE YEAR ENDED DECEMBER 31 2006

Preferred | _

Stock

* " Retained. -
- Earnings

.. EXHIBITC =~ -

Accumulated .
“Other - - . -

Comprehenswe

| OTHER COMPREHENSIVE INCOME -

L8 2000 S

| 206,000 °$

Income/(Loss)

952 §.

@1,025 .

37,500 . e

‘.: . . )

. The accompanying notes are an integral pa.rt'of these ﬁ.nancml statements.

- 111253

5997- % .

~

96,428 .

Togams



VALDES & MORENO, INC
: " STATEMENT OF CASH FLOWS

- FOR THE YEAR ENDED DECEMBER 3, 2006

' '_CASH FLOWS FROM OPERATING ACTIVITIES
_ Net income (loss) . 3 -

l.-' i
e .
- [
Lo i
Loa
:
S

- - Depreciation

| Realized (gains) losses
. _.,-'_,Loss on expiration of wammts
_ﬁ Adjustments to reconcile net income to net cash

. provided by operatmg activities:, ~ L
Changes in operating assets and lrabrlmes S
"(Increase) decrease in recelvable and deposns from clearmg broker
Increase (decrease) in accounts payable .
- Increase (decrease) in accrued income taxes
' Increase (decrease) in accrued liabilities
Net cash prowded by operatmg actmnes o

CASH FLOWS USED BY INVESTING ACTIVIT[ES Co
. Issue of additional preferred stock S e
‘Purchase of investments = .-+ . -

. Proceeds from the sale of i mvesmlents

"~ Temporary cash investments '

‘ Purchase of depréciable assets ‘

. Total cash used by mvestmg actwmes

CASH USED IN FINANCING ACTIVITIES
Pay off of loan payable
Preferred stock dividends

Total cash prowded by ﬁnancmg acnvmes

. NET INCREASE (DECREASE) N CASH AN]) CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

- CASHANDCASHEQUIVALENTSATENDOFYEAR "

5

s anse0

L de8).

o wags T

6,000 . -
(68,800,
86470 .

(106,000) - "

ere8n

L (4L.025)

- (6901

(145 652)'

: 177 394

—_— e

:-- The accompanymg notes are an integral part of these financial statements.

Csaset o
Cso017 -
ST (438
. ~(13.188) -
5.690 -

. .

’ 82330, .- -
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= Comprehenslve Income Repomng

. VALDES & MORENO INC.
- NOTES 10 FINANCIAL STATEMENTS

DECEMBER 31, 2006

L SIGN[FICANT ACCOUNTING POLICIES _'

: Narure af the Busmess 7
© The Company was mcorporated on July 13 1994 and starled busmess on May 2 1995 The Company
- operates as a fully disclosed broker/dealer in Kansas Crty, Mrssoun All customer cash balances and

' securmes are camed by a cleanng broker

| Management Estlmates

.

The preparauon of ﬁnanc1al statemenls in conforlmty wrth general]y accepted accountmg pnncrples S
'reqmres managemem to make estimates and assumptions that affect the reported amounts of assets

and liabilities at December 31, 2006 and revenues and expenses during the year then ended. The

. actual outcome of the estlmates could dlffer from the estimates made in the preparatmn of the ﬁnanmal ‘ o
L statemems ’ . S ; . . . ) S

L _ 'StatementofCash Flows o

Cash and Cash Equwatents For purposes of the statement of cash ﬂows the Company conmders all h

highly Liquid debt mstruments purchased with an original maturity of three months or less to be cash )

o eqmvalents For the yeor ended December 31 2006 the Company did not have any cash equivalents.

Cash Pard Interesr and Taxes The amounts of cash pmd for mterest and taxes for the yeor ended

- December 31 2006 are as follows '

Lnterest
- .Inoom'e taxes

o o

© 12,000

) Deprecmbie Assets '

' Deprecrable assels are recorded at cost and deprecmted over the esmnated useful hves of Lhe respectwe .

' assets

Mamtenanoe and repairs are changed to operations when incurred. Betterments and renewals are -

- capitalized. All assets were fully depreciated as of December 31 2005 and aecordmgly there was no
: deprecrauon for the year ended December 31 2006 ' _

‘. The Company accounts for eomprehensrve income " in accordance wrth Statement of Fmanc:al o
Accounting Standards No. 130 “Reporting Comprehenswe Income”, which requires comprehensive |

income and its components to be reported when a company has items of other comprehensive income.

- Comprehensive income includes net income plus other comprehensive income (i.e., certain revenues,-

expenses, gains and losses reported as separate components of stockholder s eqmty rather than in net

mcome)

. See independent apdrtor’s report '
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7 . NOTE2

.. NOTE3.

. NOTE4

e VALDES & MORENO, [NC
s "NOTES T0 FINANCIAL STATEMENTS

DECEMBER 31 2006

' NET CAPITAL REQU[REMENTS

The Company is subject to the Securmes ‘and Exchange Comrmssmns Umform Net Capttal Rule (Rule y

S 1503 -1) which requires the maintenance of minimum net capital or a ratio of aggregate indebtedness e
: to net capital, bothas-defined, of less than 15.to 1. At December 31, 2006, the Company had
-aggregate indebtedness of $41,767 and net capital of 5288 714, which resulted in’a ratioof .14 to |
... and a ratio requirement of less than its minimum requifement of $100,000. Therefore; at December s
31, 2006 based on 1ts minimum requlrement, the Company had excess net capttal of $ 188, 714

'»-RELATED PARTIES
o ,_"I'he controllmg Shareholder of the Company also owns 52% of the votmg stock of Valdés Caprtal - .
. .Management, Inc,, an. investment advisory firm. - Valdés Capital’ Management, Inc.. provides -
¢ investment. adv1ce to ‘the Company that is used by the Company in formulating investment . = ..
.. " recommendations for its customers. The Company pald Valdés Caprtal Managemem, Inc. advxsory e

' fees totalmg$6000m2006 . _ R
- _'CAPITAL STOCK -

The Company is caprtahzed wnh the followmg issues of stock

' ‘Common stock, class A; $1 parvalue
1,000 shares issued and outstandmg

‘Common stock, clasé B, $.01 par value
100,000 shares issued and outstanding

' Preferred stock; lSlOO par value, -
2,060 shares issued and outstandmg .

- Durmg 2000 the Board of Drrectors deemed it desirable and in the best interest of the Company to

- amend its articles of incorporation to provide for an increase in the number of authorized shares of -

. .Class B Common stock from 1,000 shares to 100,000 shares, and the authorization of 5,000 shares of .
" Preferred stock, with a par value of $100 per share. In addition, the Class B Common stock was split
100 shares for each share prevmusly held and the par value was decreased to $ 01 per share. - - .

*See independent auditor’s report

)
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" NOTES

" NOTEG

i VALDES&MORENO lNC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 , 2006

- INVESTMENTS

: {_At December 31 2005, the Company heId 1000 shares common stock in The NASDAQ Stock U

- Market, Inc., for which it paid $13.00 per share and 4, 300 .warrants to purchase 17,200 shares of ..~ - .

- common stock in NASDAQ for which it-paid $59,300 or approximately $13.79 per warrant. Each- = ",

. - warrant was exercisable into one share of common stock in four different traunches at prices ranging - -

o from $15.00 to $18.00 per share, over four years beginning June 30, 2002. On June 30, 2005 the third - -
'_traunch cxptred for a reahzed loss of $14, 825 The ﬁnal traunch exptred on June 30, 2006

In accordance wtth Statement of Fmancral Accountmg Standards No 115 Accountmg for Cenatn s
. Investments in Debt and Equity Securities (FAS 115), marketable securities are recorded at fair market . .
-+ value if they have a readily determinable fair value. The corresponding unrealized gain or loss in the .~
" fair market value in relation to cost is accountéd for as a separate item in the stockholders’ equity
.. - section of the balance sheet. Realized gains or losses on disposition and declines in value Judged to be :
o other than temporary w11] be mcluded in income in the penod the appltcable loss occurs : .

' Dunng 2005 the Company mvested $64 500 in Votmg Trust Cemﬁcates in The NASDAQ Stock ' " S
K Market, Inc These certlﬁcates were not transferable w1thout regrstrauon .

~In February 2006 the Secunnes and Exchange Commrssron approved NASDAQ 5 appltmtlon to -
‘register as an exchange. On February 15, 2006, NASDAQ completed a secondary offering that will- ,

. permit NASDAQ to file a shelf registration within 90 days of that date. The Voting Trust Cemﬁcates -

B became redeemable mto marketable shares of Common Stock at that nme .

Investmems at December 31 2006 mclude marketable secunttes wrth a cost basis of $88 3 12 and a .
falr market value of $ 184,740, resultmg in an nnrealized gam of $96, 428

_' LEASE COMMITMENTS

" The Company presently leases ofﬁce space ona month-to-month basrs Durmg 2006 the monthly rent
" was increased from $810 per month to $910 .

. See independent auditor’s repor’(




=
=
(=]
=
o



o sCﬁ’EoL'JL'El'

B ' ‘ ‘ ' ' B - " -Pagetof2
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
' PART IIA E B o

BROKERORDEALER. R T asof:Decemb_er31,2006-'
. Valdés & Moreno,inc. ~ . -~ S S . ST el

COMPUTATION OF NET CAPITAL .

 Totél ownership equity flom Stalement of Financial Condifon =~ © . . . g 316.425 [3980
Deduct Qwnership equity not allowable for Net Capital L U R YT

PN

Bl e

“Add:

.,

- B, Ofther (deductions) or allowabie credits (List) . - _ e T 55

1
U’\'

T8 ‘Deduchons andfor charges: - _
. A, Total non-allowable assets from P i ‘ . . .
* - Statement of Financial Condition (NotaBandC} A o $ . %0
B..~ Secured demand note definquency - o S 1 3590
T C.. . Commeodity fu:ures contracts and spot commcdtm- DR I . . R
: _propnetarycapqtalcharges o . - . [0 ‘ SR
D.  Other deductions andlor charges - R . A a R YT S 7

-8 "Netcapital before haircuts on securities positions o S $ 316,425 | 3640
" 9. - -Hairculs on securities (computed, where applicable, putsuanl to 15c3-1(ﬂ S P S

- A contractual securilies commiments - . S AR TR - $]-3860

- B:. Subordinaled securities borrowings - B o o C o
“7C.* Trading and investment securities: o Coe S T }

" A Exemptedsecuricies 0 .. ’ o 3735

2. Debt securities e L - | 3r3]

-3 Oefions . . . S o 37

"o 4 - Other securifies . i o e 3734 :

-D . Undue Concentration .- . I . o 30| - o :

E.  Cther (List) o T ' - AN % i s bl FIL5)

0 NetCepial | - ' o — S=_w@.'

-

NOTE: . = - There were no matenal differences noted in the oomputatlon of net capital between the audited
' | financial statements and that of the firm's unaud ted FOCUS Report fi hng _

See mdépendent auditor’s report

L . g DA ., T, - - . A " . R . . CE - . . . : )
P . . S, r .. . - . - . : - . . . . . - D . ‘ e L

‘_'_Totalownershupequltyqja!:ﬁedforNetCapsta[ L. G s '_ 316,425 | 3500 ;
A Uébchhes subordinated to claims ofgenemlerediiors allawable in computahon ofnel wpnal R .l L

) Tota]capctaiandallowab!esubordinaledﬁablhhes : S ‘_ N A5 BX] -

A . _Other additions and/or allowable credits (List) " Co : ) . - ) 7]

OMIT PENNIES




" SCHEDULE] - -

" {A} The minimum ne1 caprtal requrremenl sl‘ou‘nd be oompuied by addng the minimum doltar net ceprtal requrremenl of the reponlng broker

dealer and, for each subsiciary (o be consolidated, the greater of. .
- Minimum doilar net capital requirement, or - :

. 2. B 273% of aggregate indebledness or 4% of aggregara dabrta if a[rernalrve method is used ) : -

~(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordrnatron L
: agreements no! in satisfactory form ‘and the market values of membershrps in exchanges contnbuled for use of oompany (oontra 1o item 1740) and

partners' securities which wera included in non-allowable assats. -

(C) For reports ﬁled pursuant to paragraph {d) of Rule 1735, rrﬁpondent should prcrvrde a hs1 of material nonallowable assels,

See mdependent audator‘s report B
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FINANCIAL AND OPERATIONAL COMBINED UN!FORM SINGLE REPORT
© PARTHA oo
BROKERORDEALER . -~ =~ - . = " "~ - .- " " asof December 31,2006
‘Valdés & Moreno, Inc. Tl R T L
" COMPUTATION OF NET CAPITAL REQUIREMENT - - _

. PartA. S
oo Mmlmumneicaprialrequrred(ﬁ%%ofhnaig) SRR P T o7 4|3756|‘ :
12 Minimum dollar net capital requirement of reportlngbrokerordealer and mivimum fet capital requrrement R SR NE .

. of subsidiaries compuled in accordance with Note A R o LM $ e 100000 3758
13. Net capital requirement (greater of fine 11 or12) o O A T AU 100,000
4. Excess net capital (fine 10%ess 13) 7. e R VPR - 188714
b, Excess net capltal al 1000% (Ilne10|ess 10% o![me‘lg) P - _' o REEEE AR P2 284,537 | 3780
7 ' ' COMPUTATION oF AGGREGATE INDEBTEDNESS,‘ S
16, Totel A, fabiltes from StatementofFrnancralConcﬁhon : I nger [Fw]
oW opdd R oo ST T .
P A Draﬂsforrmmedra!ecredt ' ' ' BT - fEeo0] C
" B. .. Marke! vaiue of securiies borrowed forwhrch no equrvalenlvalue o : . b - BRI
_ispaidcredted . S . L : ] - 13810 |- :
7. €, - Other unrecorded amounts (Lrst) S e : 8 3620 . - 1330
.18 Totat aggregate rndebiednﬁs , T ' ’ . - 8 41,767 ] 3840 |
" 19. Percentage of aggregate indebfedness to net capital {line 18+by|:ne 10) : % 14] 3850 |
2. Percentage of debt 1o debteq.ury total oompuied in accordance with Rule 15C3-1(d) - % - 13850
‘ - . COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT :
© PartB .
o 2%ofcombmed aggregate debrtrtemsassrmn in Formula for Reserve Requrrements pursuam to Rule’ 15c3-3prepared A o E
as of the date of the net capilal computation inclucing bath brokers or dealers and consolidated subsidiaries’ debits - - | $ N EE
22+ Minimum dollar net caprtal requirement of reporting broker or (dealer and mrmrnum net capital requrremenl of e . :
- subsidiaries computed in accordance with Note (A} - o ) N T 3880 |
. 43 Netcapital requirement (greater of line 21 o 2 . . o s 8 3760
. 24 Excess capital (line 10 less 23) : L : : S $ KT
2. Netcapital in excéss of the greater of. S . S _ -
A 5% ofcombrned aggregatedebrl rtemsor5120000 : o ' . $ [30] -
NOTI ES: - ' : . i

0],
3]
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VALDES & MORENO ]NC

: COMPUTATION OF DETERMINATION OF RESERVE REQUIREMEN T -
UNDER RULE 15c3 3 OF THE SECURITIES AND EXCHANGE COMMJSSION.

o DECEMBER3I 2006

The Company is exempt from the reserve requlrement prowmons of Rule 15c3-3 under paragraph 15c3-3 (k)(2)(u)

" “The condmons of the exemptmn were bemg comphed w1th as of the date of tlus repon and the year wh1ch 1t . 1. -
" 'cOvers, - . ‘ ; 7 _ st

" See independent auditor’s report.
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© SCHEDULEDN =~ . =
| VALDES'& MORENO, INC. - " - _
~INFORMATION RELATING TO POSSESSION AND CONTROL REQUIREMENTS . -
. UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2006

The Company is ‘exempt fran.l'the ﬁbsééssi'or'i and -é:o.ritrol requlrements ‘6f Rule 15c3-3 under paragraph i'5c':.3-' - "
2 3(kX2)(H). The condmons of thc exempt:on were bcmg comphed wnh as of the date of thls reporl aﬂd the year L
V-T‘_.".,whlch it covers - : ST S

.~ See independentaﬁditofsireportf-_'
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Gary D. Welch, CPA.- -

INDEPENDENT AUDITOR'S REPORT ON INTERNAL -
- ACCOUNTING CONTROL REQUIRED BY SEC RULE 1725

L. L . e .
: o T R R

* " o the Board of Directors .
..~ and Shareholders of .. : e
- Valdés&Moreno,Inc TR

In planrung and perfomnng our audlt of the ﬁnanmal statements of Valdés & Moreno, Inc.. for the year ended
- December 31, 2006, we considered its internal control structure including procedures for safeguarding securities, -
" in order to detemune our auditing procedures for the purpose of expressing our opinion on the ﬁnancxal statements
-and not to prov!de assurance on the mtemal control stmcture

. Also as requlred by rule ITa-S(g)(l) of the Securities Exchange Comrmssmn (SEC) we have made a study of the n
practices and procedures followed by ‘the Company including tests of such practices and procedures that we . .
~ considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of aggregate
* indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance with the .
"exemthve provisions of rule'15¢3-3. Because the Company does not carry securities accounts_for customers or "
-~ perform custodial functions relating to customer securities, we did not review the pracuces and procedures followed -
. by the Company in any of the followmg . : ’

- 1.' Makmg quanerly secunttes exarmnanon counts venﬁcauons and compansons

2 Recordatlon of dlfferences reqmred by rule l7a-l3

L N - . . . 4
. R L . . oo . CRE

LTl LT . . - ) N
! K . oL . . s s s

3 Complymg with the reqmrements for prompt paymem for securities under Section 8 of C
Federal Regulauon T of the Board of Governors of the Federal Reserve System. ‘

The management of the Cornpany is recponmble for estabhslnng and maintaining a system of mternal accounnng
~ control and the’ practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
.. -estimates.and judgments by management are required to assess the expected benefits and related costs of intérnal . -
" . control policies and procedures referred to in the preceding paragraph and to assess whether those practices and -
_procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of an internal -
. control structure and the practices and procedures are to provide management with reasonable, but not absolute, oL
.. assurance that asscts for which the Company has respon51h1]1ty are safeguarded against loss from unauthorized use -~
. or disposition, and that transactions are executed in accordance with management'’s authorization and recorded

- properly to permit the preparation of financial statements in accordance with generally accepted accounting
. . principles. Ru]e 17a-5(g) llStS additional ob_]ecmcs of the practnces and procedures hsted in the precedmg ’
. paragmph : : : >
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" Because of inherent limitations in any internal control structiire or the practices and procedures referred to above, . .

" @ITOrs or 1rregulanues may occur and not be detected. Also, pro_|ect|on of any evaluation of them to future periods -

‘is subject to the risk that they may become inadequate because of changes in condmons or that the eﬂ'ect:weness of o
L theu' desngn and operabon may detenorate : . ST

Our eonmderauon of the mternal control structure would not necessanly disclose all matters in the mtemal conLrol K
structure that might be material weaknesses under standards established by the American Institute of Certified

- Public Accountants. A material weakness is a condition in which the design or operation of the specific internal f
.. -control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts . -
., " that would be matenal in relation to the financial statements being audited may occur and not be detected withina -
~ timely period by employees in the normal course of performing their assigned functions. ' However, we noted no .
" matters involving the internal control structure, mcludmg procedures for safeguardmg securities that we oon51der -

to be matenal weaknesses as deﬂned above

- We understand t,hat pracuces and procedures that aecomphsh the objectwes referred to in lhe second paragraph of - ;. '
- ., this report are con51dered by the Commission to be adequate for its purposes in accordance with the Securities
. Exchange Act of'1934 and related regulations, and that practices and procedures that do not accomplish such

objectives in all material respects indicate a material inadequacy for such purposes. Based on this understanding

‘  and on our study, we believe that 1he Company ] pracnces and procedures were adequate at December 31, 2006 to h
© meet the SEC 5 objectwes e _

This report is mtended solely for the use ‘of management, the Securmes and Exchange Comnussxon, and other .-
regulatory agenc:es which rely on Rule '17a-5(g) under the Securities Exchange Act of 1934 in their regulation of

.. registered brokers and dealers, and is- not lntended to be and should not, be used by anyone other than these
. .specnﬁed partles : . ,

_"Certified Public Accountants :
" February 24, 2007 '




